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KAISER N

S WHITLOCK
. g . . | RULIENS®
* ALimited Lisbily Company
- o \ . CEIFIED PUBLICAC(OUNTTS
.. '/ INDEPENDENT AUDITOR’SREPORT =~
‘Board of Directors - ‘

*Benefit Securities, Inc.
We have audited the accompanying balance sheets of Benefit Securities, Inc. as of Jahuary 31, . .-
2002 and 2001, and the related statements of oﬁerations and retained earnings, and-cash flows
for the years then ended. These financial statemerits are-the responsibility of the Company’s
management. Our respon51b111ty is to express an op1n10n on these ﬁnan01al statements based .
- on our audits. . . -

We' conducted our audits in accordance with auditin'g standards generally accepted in the
.United States of America: .Those standards require that we plan and perform ‘the audit to

* obtain reasonable assurance about whether the ﬁnan01al statements are free of material

’ misstatement. - An audit includes examining, on a test bas1s ‘evidence supporting the amounts

- .+ . 'and disclosures in the financial stafements. An audit also includes assessing the accounting

principles used and significant estimates made by management, as well as evaluating the -
overall financial statement presentation.’ We believe that our audlts prov1de a reasonable bas1s ‘
for our opinion. -

b B ) . V.

" In our opinion, the financial statements referred to above present fairly; in all material respects, -
the ‘financial position of Benefits Securities, Inc. as of January. 31, 2002 and 2001, and the -, -
" results of its operations.and its cash ﬂows for the years then ended in conforrmty with
- accountmg standards accepted in the United States of Amerlca

Anchorage, Alaska , o
March 25, 2002 IS

A

B ARIORIE ). KAISER, C.PA. { JOSEPH E wHITLOCK, CPA, (VA - IPONOVAN W. RULIEN, CP.A:

1407 W. 31st Avenue, Suite 500« Anchorag/e,'A‘lasl_(a 99503 - Ph»on-e 907-272-1421.+ Fax 9‘07-272-8‘5‘56




BENEFIT SECURITIES INC
BALANCE SHEETS
, January 31, 2002 and 2001

1

o ASSETS

CURRENT ASSETS
Cash (note A) -
,Accounts receivable

* Income tax refund receivable
Prepaid expenses
. Deposits

| TOTAL CURRENT ’ASSETS

: PROPERTY AND EQUIPMENT at cost (note A

Furniture and equipment
. Accumulated depreciation

" OTHER ASSETS
_+ Tnvestments = restricted (note B)
‘Deferred income tax beneﬁt (note C)

7

See accompanying notes and auditor’s repert.

! [

2002

2001
© 0§ 16915 $ 17,364
ST 12,0060 - 14,164
, 3 1,833 .
L 1,647 1778 .
1,017 1,017
21,588 36,156
16,645 7 17,340
_<I5013> _ <14322>
1,532 3,018
195,763 184,335
33300 31,400 .
229.063 215.735
$ - 252183 -$__ 254909 -~




LIABILITIES AND STOCKHOLDERS EQUITY

CURRENT LIABILITIES

' Commissions payable

. Payroll taxés payable.
Income-taxes payable
Deferred income taxes (note C)

\

TOTAL CURRENT LIABILITIES

OTHER LIABILITIES

Nonqualified deferred compensatlon plan (note B)

. STOCKHOLDERS’ EQUITY‘ g

Common stock, no par value; authorized 100

shares; issued and outstanding 100 shares
Additional pard in capital
Retained earnings.,

$,

2002 2001
1,404 4,729
- 2,468 949 - -
147 84
400 - 2,200
4,419 7,962
195,763 184,335
© 10,000, 10,000
14,5000 14,500
27501 . 38,112
52,001 62,612
252,183 254,909




*" . BENEFIT SECURITIES, INC.
. STATEMENTS OF OPERATIONS AND RETAINED EARNINGS
For the years ended J anuary 31, 2002 and 2001

2002 2001
COMMISSIONS EARNED ~ * ~  §- 272278 S 369813
. COMMISSIONS PAID 103693 167495
. GROSSPROFIT . 168,585 ¢ 202318
. OPERATINGEXPENSES . . ' ' 192663 __ 226390
INCOME (LOSS) ~~~ * . o , |
FROM OPERATIONS ,. © o <4078> <24,072>
. OTHER INCOME ‘ | _
- Interest income : - I V) . -
. Dividend income . . . L 11732 11,296
e 11744 - 11296
INCOME (LOSS) BEFORE | S IR
 PROVISION FOR INCOME TAXES <12334>  <12,776>
INCOME TAX BENEFIT (EXPENSE) (note C) - | S
Current - o ‘ s - <1,977> <1,331>
Deferred . R _ - 3,700 . 3,700
1,723 2.369
NET INCOME (LOSS) | o <106l1> <10,407>
RETAINED EARNINGS, begmmng ofyear L _ 38112 Z18,519
RETAINED EARNINGS, endofyear C .8 27501 8 38112

-

See accompanying notes .and auditor’s report.
. . . . . s \_5..




~BENEFIT SECURITIES, INC." Lo T
. STATEMENTS OF CASH F LOWS ’ ’ o
. For the years ended January 31, 2002 and 2001

r ) 2 i
/

C . 2002 -2001
CASH FLOWS FROM OPERATING ACTIVITIES ‘ T S s
Netloss . . ) : $§ - <10,611> § -<10,407>

. Adjustments to reconcxle net loss - ) : S
to cash provided by. operatmg activities

Depreciation = . K S 1,297 7 1593
~ Gain on sale of assets ‘ ~ oo <12 |
~ Deferred income taxes - o S <3700 <3 700> ,
* Decrease in commissions recelvable o - 12,138 ~ 36,347
(Increase) decreas€ in income taxes recewable - 1,830 ) <1,833%
Decrease in prepaid expenses ) L 131+ E
Decrease in commissions payable o | <3 325> - <26,149>
* Increase in accounts payable and accrued expenses 1,519 7 . 516
Increase (decrease) in income taxes payable =~ C 63 - '<1,197>
- Increase in nonqualified deferred - - A S L
compensation plan payable . : L 11,428 - 10,842
NET CASH PROVIDED (USED) ~ I
BY OPERATING ACTIVITIES ' . 10,778 .. . 6,012
CASH FLOWS FROM INV ESTING ACTIVITIES . ’
Purchase of investments . Co <11,428> . - <10,842>
Purchase of office equipment . . . ° e <1,693>
Proceeds from sale of assets . I - 201 " .-
.. NET CASH PROVIDED (USED)" s o o
‘BY INVESTING ACTIVITIES S <1 1L2'27>_‘ <12,535>
NET DECREASE IN CASH LT 99> <6,523>
. CASH begmmng ofyear S L L 17.364 23.887
. CASH, end of year. o 816915 $- 17364

\

' SUPPLEMENTARY DISCLOSURE L o
* Income taxes paid Lo S T - 3 1,247

N . .
- See accompanying notes and auditor’s report. -
\ o . - . ) —6— : .



' "BENEFIT SECURITIES, INC. .

NOTES TO FINANCIAL STATEMENTS S
Janudry 31 2002 and 2001 ’ )

3

NOTE A - SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES -

Business Activities , L

'Beneﬁt S"ecurities Tnc. (the Company), provides ﬁn'ancial planning services and sells several ".

investment compames ‘firancial products'to Alaskan investors. The Company is a member of

the. Natlonal Assotiation of Securities Dealers, Inc. and Securltles Investor Protectlon“

Corporatron Revenues are commissions from the 1nvestment compames on the products sold.

i
¢

Properfv and Equinment' I o

~

N

. ‘.
AY N - +

N .
/.

~

The Company prepares its financial statements using the accrual method of accounting and-its '

tax. return using the cash basis: When' timing differences arrse in the recognition of income,
deferred mcome taxes are prov1ded n those years. ‘' 4 o ;

\ . - . .
- N '

- Deferred income tax assets and liabilities result from timing d1fferences between the cash and

the accrual methods and the nondeduct1bll1ty of the nonquahﬁed deferred compcnsatlon for tax
purposes untrl such time as it is paid.

"V'CashandCasthurvalents - e o ,.;,

‘ - o \

For purposes of the statement of cash ﬂows the Company considers all hrghly liquid debt
1nstruments purchased w1th an or1g1nal matunty of threé months or less to be cash equwalents

7

Adv'ertlsmg BN ' K ' ‘_ . A

.'UseofEstrmates S ‘ = ’ ' - N

~ g

’Property and equ1pment are recorded at cost and deprecrated using . accelerated methods 1o
amortlze thelr cost over, the1r estimated useful hves Wh1ch range from ﬁve to seven years.

* Advertising costs are expensed as 1ncurred Advertrsrng Costs totaled $0 and $645 for the.,
» years ended J: anuary 31, 2002 and 2001 respectrvely

The preparatron of ﬁnanc1al statements in conformity  with! generally accepted accountrng‘

principles requires managemeént to make estimates and assumptions that affect certain reported

’ ‘amounts and disclosures. Accordrngly, actual results could differ from those estimates.

>

See auditor’sreport. - .
- : 1 ' ‘ ) R . _7..



BENEFIT SECURITIES, INC. .. -
NOTES TO FINANCIAL-STATEMENTS"
January 31, 2002 and 2001 L

NOTE B - NONQUALFIED DEFERRED COMPENSATION PEAN

The Company’s inyestments ° are Testricted for. payment of a mnonqualified deferred
_-compensation plan maintained for a former employee. Because the Company’s investments =
are intended to be held for'an indefinite period of time, they are classified in accordance with
" Statement of Financial Accounting. Standards No. 115 “Accountihg for Certain Debt and -

Equity Securities,” as ‘available for sale. Investments consisted of an annuity with market
+ - values of $195,763 and $184,335 at J ahuary 31, 2002 and 2001, respectively. The annuity has

a fixed interest'rat_e which allows for no market fluctuation and therefore, cost equals market.

_ NOTE C ~DEFERRED INCOME TAXES'

The pro{/’is'ion for income tax différs from the expected tax provfsion computed by:'multiplyihg ’
results of operations by the statutory federal income tax rates because ‘of the use of the cash
method of accounting for income tax purposes. This difference results in current deferred tax

~ liabilities of $400 and $2,200 at January 31, 2002 and 2001, respectively.

In addition, rioncurrent deférréd‘. income tax. benefits \'ofl$3_3,300 and $31,400 at Ianudry 31,
2002 and 2001, respectively, arise because, unlike for financial accounting purposes, the
" nonqualified deferred compensation plan is not deductible for income tax purposes until paid.

NOTE D —LEASE COMMITMENTS -

The Company conducts its operations in facilities leased on a.month-to-month basis when 'the -
current lease expired August 14, 2001. Rent under the existing lease is $1,730 per month for
two office suites-and storage space, and is subject to renegotiation if the lease is-renewed. The
conference space ‘was dropped when the current lease expired.”

In addition, thé Company leases off-site storage space on a month-to-month basis at a raté of

370 per month. A 7 day notice may cancel this lease.

Re-ntal expenses for all operating leases fér the years ended Ja‘nAuary 31, 2‘002" and 2001 va;ere
$24,723 and $26,652, respectively: T L |

- See auditor’s report.




BENEFIT SECURITIES, INC.
. NOTES TO FINANCIAL STATEMENTS
January 31, 2002 and 2001 .

VNOTE E- RELATED PARTY TRANSACTIONS

" The Company paid management compensatlon to-one of its stockholders for the years ended
January 31, 2002 and 2001 totahng $84,500 and $113,087, respectwely

7

"'Comm1551ons of $67 883 and $127 486 were paid. to another stockholder at January 31 2002
’ and 2001, respect1ve1y : ‘

See auditor’sreport._‘ |
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° KAISER®
WHITLOCK -
RULTEN 8

A Limited Liability Company . #

. INDEPENDENT AUDITOR'SREPORT . ., .
. ONSUPPLEMENTARY INFORMATION |

‘ 1 .
-Board of Directors
Benefit Securities, Inic.

‘Our report on our audit of the basic financial statements, of Benefit Secufities, Inc. for January
- 31, 2002 and 2001 appears on page 2. That audit was made for the purposes of forming an
opinion on the basic financial statements taken as whole. The accompanying supplementary
information is presented for purposes of additional analysis and is not a required part-of the
basic financial statements. Such information has been subjected to the auditing procedures
~applied in the audit of the basic financial statements, and, in our 0p1n10n is fairly stated in all :
materlal respects in relation to.the basic financial statements taken as a whole '

N )

Anchorage, Alaska o : S o
March 25, 2002 SRR . - o

. . ‘ , K :

‘.A'AR’JORIEJ. KAISER, C.P.A. . - JOSEPH E WHITLOCK, C.P.A., CV.A. | B ONOVAN W. RULIEN, C.P.A.

1407 W. 31st Ave.nu'e‘, Suite 500.° Anchor_age, Alaska 99503 « Phone 907-272-14214 - F.ax 907-272-8556"



" BENEFIT SECURITIES, INC. |
_ 'SCHEDULES OF OPERATING EXPENSES
- For the years ended January 31, 2002 and 2001

~ See auditor’s report" :
| - -12-

2002 2001
Salaries and wages - , S 28725 . % 28,875
Advertising and promotlon - I 645
- Depreciation 1,297 © 1,594
‘Dues, education and subscrlptlons , 2,951 895.
Insurance and bonding : ' “815 400
_ - Internet 832 . 815
‘Management compensatlon - 84,500 113,087
Meals : - " 128
Miscellaneous , 868 : -
Nongqualified deferred compensation . 11,428 . . 10,841
Office expense . 7,498 10,354
Payroll taxes 13,103 12,189
" . Penalties 301 . 174
Professional fees 6,453 6,245
‘Rent 24,723 26,652
SIMPLE contrlbutlons 2,705 S
. Taxes; licenses and fees - 474 "~ 4,503
Telephone 5,092 5,590
Travel o 898 3,403
) § 192663 § 226390



